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Summary  of  Recommendations 


The  listing  below  serves  as  a  means  of  summarizing  the  recommendations  contained  in  the  report, 
the  department's  response  thereto,  and  a  reference  to  the  supporting  comments. 


Recommendation  #1 


Recommendation  #2 


Recommendation  #3 


Recommendation  #4 


Recommendation  #5 


Recommendation  #6 


We  recommend  the  department  establish 

policies  and  procedures  to  comply  with 

state  leave  laws  and  policies 6 

Agency  Response:   Concur.   See  page  29. 

We  recommend  the  department  ensure 

program  operating  budgets  are  recorded 

on  SBAS  in  accordance  with  state  law 7 

Agency  Response:   Concur.   See  page  29. 

We  recommend  the  department: 

A.  Reduce  the  amount  of  the  loans  out- 
standing through  more  frequent  bill- 
ing and  more  active  cash  management. 

Agency  Response:   Concur.   See  page  29. 

B.  Seek  Department  of  Administration  approval 

for  the  ongoing  interentity  loans 8 

Agency  Response:   Concur.   See  page  30. 

We  recommend  the  department  establish  and 
enforce  policies  limiting  long  distance  tele- 
phone calls  to  those  allowed  by  state  policy 9 

Agency  Response:   Concur.   See  page  30. 

We  recommend  the  department  establish  a 
system  of  controls  to  minimize  duplicate  pay- 
ments for  the  same  materials  and  services 10 

Agency  Response:   Concur.   See  page  30. 

We  recommend  the  department: 

A.  Perform  a  complete  physical  inventory  of 
fixed  assets  and  record  those  assets  on  its 
accounting  system. 

Agency  Response:   Concur.   See  page  30. 
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Summary  of  Recommendations 


Recommendation  #7 


Recommendation  #8 


B.     Provide  personnel  responsible  for  record- 
ing fixed  assets  the  training  to  properly 
record  fixed  assets 12 

Agency  Response:   Concur.   See  page  30. 

We  recommend  the  department  accrue  revenue 

at  fiscal  year-end  in  accordance  with  state 

accounting  policy 13 

Agency  Response:   Concur.   See  page  30. 

We  recommend  the  department  ensure  revenue 

and  expenditures  are  properly  recorded 13 

Agency  Response:   Concur.   See  page  31. 
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Introduction 


Introduction 


We  performed  a  financial-compliance  audit  of  the  Department 
of  Military  Affairs  for  the  two  fiscal  years  ended  June  30,  19% 
The  objectives  of  the  audit  were  to: 

1.  Determine  if  the  department  complied  with  applicable  laws 
and  regulations. 

2.  Make  recommendations  for  improvements  in  management 
and  internal  controls  of  the  department. 

3.  Determine  if  the  department's  financial  schedules  present 
fairly  the  results  of  operations  for  the  two  fiscal  years 
ended  June  30,  1990. 

4.  Determine  implementation  status  of  prior  audit  recommen- 
dations. 

This  report  contains  8  recommendations  to  the  department. 
These  recommendations  address  areas  where  management's  com- 
pliance with  state  laws,  policies,  and  financial  reporting  can  be 
improved.   Other  areas  of  concern  deemed  not  to  have  a  signifi- 
cant effect  on  the  successful  operations  of  the  Department  of 
Military  Affairs  are  not  specifically  included  in  the  report,  but 
have  been  discussed  with  management. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  and 
disclosed  the  cost,  if  significant,  of  implementing  the  recom- 
mendations. 


Background 


The  department  was  created  under  the  Executive  Reorganization 
Act  of  1971.   The  department  consists  of  the  Montana  National 
Guard,  Centralized  Services,  Disaster  and  Emergency  Services, 
and  Veterans'  Affairs  Divisions. 


The  Montana  National  Guard  Division,  also  referred  to  as 
Adjutant  General,  is  authorized  approximately  53  full-time 
equivalents  (FTEs).   The  division  provides  trained  and  equipped 
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military  organizations,  both  Air  and  Army,  in  the  event  of  a 
state  or  national  emergency.   The  division  administers  the  Army 
National  Guard  and  the  Air  National  Guard  programs. 


Centralized  Services  Division  (CSD)  provides  assistance  and 
support  for  accounting,  budgeting,  recordkeeping,  requisition- 
ing, and  other  services  to  the  rest  of  the  department.   Central- 
ized Services  has  four  FTEs.   CSD  is  responsible  for  the  expen- 
ditures of  the  administration  program. 

Disaster  and  Emergency  Services  Division  (DBS)  is  responsible 
for  the  preparation,  implementation,  and  maintenance  of  plans 
and  programs  for  the  state's  emergency  operations  in  the  event 
of  a  disaster.    The  DES  Coordination  program  ensures  proper 
distribution  of  all  federal  disaster  relief  funds  to  public  entities 
as  authorized  by  presidential  disaster  declarations.   The  Emer- 
gency Management  Development  program  supplements  the 
Disaster  Coordination  and  Response  program  in  preparing  and 
updating  local  and  state  emergency  preparedness  plans.   This 
division  is  authorized  approximately  22  FTEs  and  administers 
both  the  expenditure  programs  identified  above  and  the  Local 
Reimbursement  and  the  Disaster  Relief  Fund  programs. 

The  division  of  Veterans'  Affairs  (VA)  is  responsible  for  assist- 
ing Montana's  veterans  and  dependents  in  obtaining  veterans' 
benefits.   The  division  provides  information  on  benefits, 
guidance  on  completing  veterans'  administration  forms,  and 
referral  to  other  agencies.   The  division  administrator  is  hired 
by  and  reports  to  the  Board  of  Veterans'  Affairs.   The  board  is 
appointed  by  the  governor  with  the  consent  of  the  senate.   The 
division  is  attached  to  the  department  for  administrative  pur- 
poses.  There  are  approximately  18  FTEs  in  this  division.    The 
division  is  responsible  for  the  VA's  program  expenditures. 
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Prior  Audit  Kccommcn-  [ho  prior  finnncial-compliancc  audil  ol  tlu-  Department  of 

datkms  Military  Affairs  for  the  two  fiscal  years  ended  June  30,  1988, 

contained  seven  recommendations  still  applicable  to  the  depart- 
ment.  The  department  has  implemented  four  of  those  recom- 
mendations, has  partially  implemented  one,  and  has  not  imple- 
mented two. 

The  department  has  not  taken  adequate  corrective  action  on  the 
recommendation  from  each  of  the  four  previous  audits  concern- 
ing construction  work-in-progress  and  fixed  asset  recording  as 
discussed  on  page  1 1  of  this  report.    As  discussed  on  page  12, 
the  department  also  has  not  implemented  the  recommendation  to 
properly  accrue  revenue  at  fiscal  year-end. 

The  recommendation  partially  implemented  is  discussed  in  the 
report  section  on  revenue  and  expenditure  misstatements  on 
page  13. 


Page  3 


Findings  and  Recommendations 


Compliance 


Firefighters'  Sick  and 
Annual  Leave 


The  department  employs  29  firefighters  at  the  Montana  Air 
National  Guard  (MANG)  facility  at  Great  Falls.   The 
department's  policies  for  accrual,  use,  and  recording  of  sick  and 
annual  leave  for  the  firefighters  are  not  in  compliance  with  state 
law  and  policy.   The  noncompliance  involves  policies  and 
procedures  established  to  provide  the  MANG  firefighters  with 
more  sick  and  annual  leave  than  is  provided  to  state  employees 
because  the  firefighters'  regular  work  schedule  exceeds  the  usual 
2,080  hours  per  year.   The  areas  of  noncompliance  include: 


Sick  and  annual  leave  earned  at  rates  in  excess  of  rates 
allowed  by  state  law. 

Documentation  not  supporting  official  time  records. 

Leave  earned  at  full  rate  when  employee  worked  only  part 
of  a  pay  period. 

Sick  leave,  annual  leave,  and  compensatory  time  balances 
commingled  on  the  leave  records. 


Leave  Earned  at  Rate  in 
Excess  of  Rates  Allowed 


The  department  implemented  policies  and  procedures  in  fiscal 
year  1986-87  to  allow  the  firefighters  to  earn  sick  and  annual 
leave  at  rates  1.4  times  the  leave  allowed  in  state  law.   State  law 
sets  limits  for  the  accrual  of  sick  and  annual  leave  for  the  full- 
time  employees  at: 


Sick  leave 

Annual  leave/Years  of  Service 

1  day  to  10  years 

10  years  to  15  years 

15  years  to  20  years 

20  years  and  over 


12  days/year 

15  days/year 
18  days/year 
21  days/year 
24  days/year 


In  Volume  38,  Opinions  of  the  Attorney  General,  No.  20,  the 
Attorney  General  stated  the  leave  accrual  rates  listed  in  the  law 
are  the  maximum  and  minimuni  levels  which  cannot  bo  altered 
through  negotiations  or  collective  bargaining.    As  a  result  of 


Page  4 


Findings  and  Recommendations 


allowing  firefighters  to  earn  sick  and  vacation  leave  in  excess  of 
that  allowed  by  state  law,  we  estimate  the  29  firefighters  may 
have  accrued  as  much  as  2,200  hours  of  sick  leave  and  2,800 
hours  of  vacation  leave  in  excess  of  the  amounts  allowed  by  law 
during  the  two-year  period  July  1,  1988  through  June  30,  1990. 
Using  an  average  wage  of  $8  per  hour  per  firefighter,  the 
department  accrued  approximately  $40,000  of  leave  above  that 
allowed  by  state  law. 

We  contacted  six  Montana  municipal  fire  departments  to  deter- 
mine if  providing  leave  over  amounts  provided  in  law  was  a 
common  practice.    Five  of  the  six  follow  state  law  when  provid- 
ing leave  for  their  firefighters.   The  52nd  Legislature  considered 
and  rejected  legislation  which  would  have  authorized  the 
department's  current  practice  of  granting  extra  leave  to  fire- 
fighters. 


Duplicate  Leave  Records 


Section  2-18-405,  MCA,  requires  all  state  payroll  to  be  based  on 
actual  payroll  figures  submitted  after  the  end  of  the  pay  period. 
Official  state  payroll  records  submitted  by  the  firefighters  do 
not  reflect  actual  time  at  work  or  vacation  and  sick  leave  earned 
or  used.   These  records  certify  firefighters  were  working  when 
they  were  actually  away  from  the  job  on  sick  leave  or  vacation. 
Although  these  records  are  incorrect,  they  are  the  basis  upon 
which  each  firefighter  is  paid. 


Unofficial  records  maintained  at  the  MANG  facility  disclose 
actual  time  worked,  leave  earned,  and  time  off.   These  are  the 
records  the  MANG  uses  to  monitor  employee  leave  balances. 

The  Montana  Air  National  Guard  should  comply  with  state  law 
by  submitting  actual  payroll  documentation  to  support  fire- 
fighters' payroll  and  leave. 


Leave  Rate  Applied  on  a 
Pay  Period  Basis 


The  department  accrued  the  extra  leave  by  adding  a  specific 
number  of  leave  hours  to  each  firefighter's  account  for  each  pay 
period  worked,  regardless  of  the  actual  hours  paid  for  the 
period.   The  leave  should  be  pro-rated  based  on  the  number  of 
hours  for  which  each  firefighter  is  paid  as  a  ratio  of  total  hours 
in  the  pay  period.   For  example,  one  firefighter  worked 
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24  hours  in  a  pay  period  and  was  on  leave  without  pay  for  the 
other  96  hours.   The  firefighter  received  the  full  amount  of 
leave  as  if  he  had  worked  for  the  entire  pay  period.    According 
to  sections  2- 1 8-6 1 1  and  2-18-618,  MCA,  employees  may  not 
earn  leave  time  when  they  are  absent  without  pay. 

Commingling  Various  During  the  audit  period,  the  department  did  not  account  for  use 

Types  of  Leave  of  sick,  annual,  and  compensatory  time  separately  on  the  records 

used  to  account  for  leave  earned  and  used.   This  distinction  is 
important  because  sick  leave  is  limited  to  use  for  illness  of  the 
employee  or  immediate  family  and  cannot  be  used  inter- 
changeably with  vacation  leave.   Commingling  also  makes  it 
impossible  to  determine  if  an  employee  exceeded  the  statutory 
maximum  carry-over  provision  of  two  times  the  annual  accum- 
ulation of  annual  leave  for  each  employee.    Also,  it  is  necessary 
to  account  for  the  use  of  the  various  leave  types  separately 
since,  at  termination,  each  type  of  leave  is  treated  differently 
when  computing  termination  pay.   Sick  leave  is  compensated  at 

25  percent,  annual  leave  at  100  percent,  and  compensatory  time 
is  paid  for  only  in  certain  situations  and  at  differing  rates. 

Summary  These  issues  of  noncompliance  relate  to  the  department's  attempt 

to  account  for  the  firefighters'  extra  leave  outside  the  state's 
payroll  system.    Department  personnel  indicated  the  policy  and 
procedures  were  implemented  in  an  attempt  to  avoid  threatened 
litigation  by  the  firefighters.    Personnel  also  indicated  the  state's 
system  was  not  set  up  to  account  for  this  type  of  extra  leave  and 
so  they  established  a  second  set  of  records  to  record  actual  pay- 
roll and  leave  activity.   The  department  could  not  document  its 
attempts  to  work  within  the  system  to  account  for  the  extra 
leave. 


Recommendation  #1 

We  recommend  the  department  establish  policies  and 
procedures  to  comply  with  state  leave  laws  and  policies. 
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RecordioK  Operating 
Budget 


We  noted  the  department  did  not  record  its  operating  budget  on 
the  Statewide  Budgeting  and  Accounting  System  (SBAS)  in  the 
detail  required  by  section  7  of  House  Bill  100,  Laws  of  1989. 
Section  7  requires  operating  budgets  for  each  agency  program  be 
detailed  at  least  by  personal  services,  operating  expense,  equip- 
ment, benefits  and  claims,  grants,  transfers,  and  local  assistance. 
The  section  also  requires  the  agency  to  record  the  operating 
budget  and  any  changes  on  SBAS.   By  not  recording  the  operat- 
ing plan  on  SBAS,  the  potential  exists  to  overspend  budget  cate- 
gories and  it  is  more  difficult  for  the  department  to  demonstrate 
compliance  with  appropriation  laws. 


Four  of  the  department's  seven  program  operating  budgets  were 
not  recorded  on  SBAS  or  were  not  recorded  in  the  level  of  detail 
required  by  House  Bill  100.    Department  personnel  indicated  the 
required  information  and  detail  was  not  recorded  on  SBAS  due 
to  an  oversight. 


Recommendation  #2 

We  recommend  the  department  ensure  program  operating 
budgets  are  recorded  on  SBAS  in  accordance  with  state 
law. 


Interentity  Loans 


The  department  does  not  comply  with  state  law  governing  inter- 
entity loans.   State  law  requires  interentity  loans  be  repaid 
within  one  calendar  year  of  the  date  the  loan  was  approved. 
Interentity  loans  of  $1,050,000  from  the  state  General  Fund  to 
the  department's  Special  Revenue  Fund  existed  as  of  June  30, 
1990.   The  five  loans  comprising  this  total  are  all  over  one  year 
old.   Department  personnel  indicated  the  loans  are  needed  on  a 
continuing  basis  because  the  department  must  pay  salaries  and 
expenses  of  federal  programs  and  then  submit  a  claim  for 
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reimbursement  to  the  federal  agencies.   The  reimbursement 
process  can  take  as  long  as  six  weeks.    By  the  time  the  reim- 
bursement for  one  claim  has  been  received  more  expenses  have 
been  incurred  and  paid  by  the  department.   As  a  result  of  the 
time  lag  in  receiving  reimbursement  and  the  ongoing  nature  of 
the  expenses,  the  loans  are  never  fully  repaid. 

We  believe  the  department  requires  a  continuing  loan;  however, 
the  department  can  reduce  the  loan  amounts  by  more  frequent 
billing  and  active  cash  management.   Currently  the  department 
only  bills  federal  programs  once  a  month. 

Department  personnel  indicated  the  loan  amount  was  more  than 
they  currently  need  and  they  would  work  to  reduce  the  amount 
of  the  loan.    During  our  audit  period  an  agency  was  required  to 
obtain  specific  legislative  approval  to  extend  an  interentity  loan 
beyond  one  year.   Chapter  628,  Laws  of  1991,  modified  the 
requirement  to  allow  the  Department  of  Administration  to 
approve  interentity  loans  beyond  one  year  circumstances  similar 
to  those  at  the  Department  of  Military  Affairs.   The  department 
should  determine  the  amount  of  funds  necessary  to  operate  its 
federal  programs  pending  reimbursement  and  seek  Department 
of  Administration  approval  for  a  continuing  loan. 


Recommendation  #3 

We  recommend  the  department: 

A.  Reduce  the  amount  of  the  loans  outstanding  through 
more  frequent  billing  and  more  active  cash  manage- 
ment. 

B.  Seek  Department  of  Administration  approval  for  the 
ongoing  interentity  loans. 
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Uaauthorized  Telephone  The  department  has  a  large  number  of  personal  long  distance 

Use  telephone  calls  billed  to  the  state  and  reimbursed  by  employees. 

State  policy  limits  the  use  of  state  telephones  for  long  distance 
personal  calls,  except  in  specific  situations,  to  collect,  credit 
card,  or  calls  billed  to  a  home  number. 

Department  personnel  indicated  they  were  aware  of  the  problem 
and  conducted  an  internal  review  during  fiscal  year  1989-90. 
The  review  concluded  "between  $10,000  and  $12,000  would  be 
expended  during  fiscal  year  1989-90  for  unauthorized  telephone 
calls  without  reimbursements  being  made." 

To  solve  the  problem,  the  department  established  a  complex 
system  of  review  and  approval  of  the  telephone  bills.   The 
department's  policies  establishing  the  review  system  were  issued 
on  May  1,  1990.    Although  the  solution  addressed  detecting  the 
calls,  it  does  not  limit  the  personal  calls  to  those  provided  for  by 
state  policy.   We  reviewed  the  reimbursements  for  personal 
telephone  calls  after  implementation  of  the  policies  and  noted  no 
decrease  in  the  number  of  calls  being  made. 

We  commend  the  department  for  its  efforts  in  detecting  and 
seeking  reimbursement  for  personal  calls.    However,  state  policy 
does  not  allow  personal  long  distance  calls  to  be  charged  to  state 
telephones.   The  department  should  combine  the  review 
procedures  with  efforts  to  discourage  personal  long  distance 
calls. 


Recommendation  #4 

We  recommend  the  department  establish  and  enforce 
policies  limiting  long  distance  telephone  calls  to  those 
allowed  by  state  policy. 
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Accounting  Issues 


We  noted  several  accounting  issues  related  to  payment  of  claims; 
improper  recording  of  property,  plant,  and  equipment;  and 
improper  recording  of  federal  revenue  and  expenditures. 


Duplicate  Payments 


We  identified  instances  in  fiscal  years  1988-89  and  1989-90 
where  the  same  invoice  from  a  vendor  was  paid  twice.    We 
found  15  instances  where  vendors  either  returned  the  second 
state  warrant  or  sent  a  check  to  repay  the  duplicate  payment. 
The  returns  amounted  to  over  $14,000  in  the  two  fiscal  years 
covered  by  our  audit.    We  identified  these  duplicate  payments 
because  the  vendors  returned  the  money.    We  were  not  able  to 
determine  if  additional  duplicate  payments  were  made  and  the 
money  was  not  returned. 


Discussions  with  agency  personnel  indicated  the  department 
does  not  have  a  system  to  prevent  duplicate  payments.  The 
department  could  minimize  duplicate  payments  by: 

1.  Paying  only  original  invoices,  not  invoice  copies  or  state- 
ments. 

2.  Logging  vendor  invoice  numbers  paid  and  checking  to 
ensure  that  payment  has  not  already  been  processed  for 
each  invoice. 

The  department  should  establish  a  control  system  to  ensure 
charges  for  goods  and  services  are  not  paid  twice. 


Recommendation  #5 

We  recommend  the  department  establish  a  system  of 
controls  to  minimize  duplicate  payments  for  the  same 
materials  and  services. 
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Properly,  Plant,  and  I'he  department  did  not  properly  record  construction  work-in- 

Equipment  process,  buildings,  or  other  fixed  assets  in  fiscal  years  1988-89 

and  1989-90.    We  reported  problems  in  the  department's 
accounting  for  fixed  assets  in  each  of  our  last  four  audit  reports. 
The  department  concurred  with  our  recommendations  related  to 
recording  fixed  assets  in  each  of  those  audit  reports.   State 
policy  requires  the  department  to  record  the  cost  of  any  partially 
completed  assets  as  construction  work  in  process  at  fiscal  year- 
end.   Construction  projects  completed  during  any  fiscal  year 
would  require  reducing  construction  work  in  process  by  the 
related  amount.   When  completed,  the  entire  costs  of  the  project 
should  be  recorded  under  the  appropriate  fixed  asset  classifi- 
cation.   Likewise  equipment  purchased  during  each  year  should 
be  recorded  on  the  department's  accounting  records. 

Department  personnel  supplied  information  indicating  buildings 
completed  during  the  audit  period  that  should  have  been 
recorded  on  the  accounting  records  totalled  approximately 
$2.8  million.   Construction  work  in  process  at  June  30,  1990  of 
approximately  $400,000  was  also  not  recorded.    During  fiscal 
year  1988-89  neither  buildings  completed  nor  equipment  pur- 
chased were  recorded  on  the  department's  accounting  records. 
It  was  not  cost  effective  for  us  to  determine  the  exact  amount  of 
the  misstatements  that  have  occurred.   However,  we  believe  the 
department  should  take  a  complete  inventory  of  property  and 
equipment  as  a  basis  for  recording  adjustments  necessary  to 
establish  accurate  fixed  asset  records.   The  department  should 
keep  its  fixed  asset  records  up  to  date  by  recording  additions 
and  deletions  as  they  occur. 

Over  the  years  department  personnel  have  given  a  variety  of 
reasons  for  the  lack  of  proper  fixed  asset  reporting.   The  central 
points  in  each  explanation  have  been  that  personnel  did  not 
know  the  department  was  responsible  for  recording  the  fixed 
assets  on  the  accounting  records  and  that  personnel  did  not  have 
adequate  training  to  know  how  to  properly  record  fixed  assets. 


Page  1 1 


Findings  and  Recommendations 


The  department  should  assign  responsibility  for  fixed  asset 
records  and  provide  adequate  training  to  ensure  fixed  assets  are 
properly  recorded. 


Recommendation  #6 

We  recommend  the  department: 

A.  Perform  a  complete  physical  inventory  of  fixed 
assets  and  record  those  assets  on  its  accounting 
system. 

B.  Provide  personnel  responsible  for  recording  fixed 
assets  the  training  to  properly  record  fixed  assets. 


Revenue  Accruals  The  department  did  not  accrue  revenue  due  from  the  federal 

government  as  of  June  30,  1990.    As  a  result,  federal  assistance 
revenue  and  fund  balance  in  the  Special  Revenue  Fund  are  both 
understated  by  $101,084.   The  understatement  has  a  material 
effect  on  the  reasonableness  of  the  fund  balance  reported  for 
the  Special  Revenue  Fund  as  noted  in  our  opinion  on  page  17. 
Department  officials  indicated  they  did  not  accrue  approxi- 
mately $82,000  of  similar  federal  revenue  at  fiscal  year-end 
1988-89.    Although  the  department  did  record  this  as  a  prior 
year  adjustment  in  the  following  year,  the  June  30,  1989  fund 
balance  was  understated  by  the  $82,000. 

Accruing  revenue  in  accordance  with  state  policies  was  a  recom- 
mendation in  our  last  report.    In  our  prior  audit  we  noted  that 
accounting  errors  related  to  revenue  accruals  resulted  in  a 
$131,089  understatement  of  the  Special  Revenue  Fund  balance 
at  June  30,  1988.   The  department  has  made  some  progress  in 
accruing  revenue  but,  as  noted  above,  the  department  needs  to 
continue  efforts  to  ensure  revenue  is  accrued  at  fiscal  year-end. 
Reviewing  accounting  entities  in  the  Special  Revenue  Fund 
which  have  a  negative  fund  balance  is  one  method  which  could 
detect  instances  where  revenue  may  need  to  he  accrued 
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Recommendation  #7 

We  recommend  the  department  accrue  revenue  at  fiscal 
year-end  in  accordance  with  state  accounting  policy. 


Revenue  and  Expenditure 
Misstatements 


Veterans'  Affairs  (VA)  Division  did  not  record  revenue  and 
expenditures  of  $2,837  and  $657  in  fiscal  years  1988-89  and 
1989-90,  respectively.    VA  received  services  from  individuals 
enrolled  in  the  Veterans  Job  Training  Act  (VJTA).   The  posi- 
tions were  to  be  funded  50  percent  from  General  Fund  and 
50  percent  from  federal  sources.   The  wages  were  initially  paid 
100  percent  from  the  General  Fund.    When  the  federal  share  was 
received  the  money  was  deposited  in  the  General  Fund  and 
50  percent  of  the  original  expenditures  removed. 


Revenue  and  expenditures  in  the  amount  of  the  federal  share 
should  have  been  recorded  in  the  fund  which  pays  to  employee's 
wages.    As  a  result.  Federal  Assistance  revenue  and  personal 
services  expenditures  in  the  Veterans'  Affairs  program  are 
understated  by  the  amounts  shown  above.    Department 
personnel  indicated  they  did  not  believe  the  amount  of  money 
involved  warranted  the  effort  to  obtain  budget  authority  and 
record  the  revenue  and  expenditures. 


Recommendation  #8 

We  recommend  the  department  ensure  revenue  and 
expenditures  are  properly  recorded. 
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Summary  of  Independent  Auditor's  Report 


Summary  of  Indepen-  The  independent  auditor's  report  issued  on  the  financial  sched- 

dent  Auditor's  Report  ules  is  intended  to  convey  to  the  reader  of  the  schedules  the 

degree  of  reliance  that  can  be  placed  on  the  amounts  presented. 
All  schedules  were  prepared  from  the  Statewide  Budgeting  and 
Accounting  System  (SBAS),  without  adjustment. 

We  issued  a  qualified  report  on  the  financial  schedules.   The 
report  is  qualified  because  the  department  did  not  accrue 
revenue  in  accordance  with  state  policy.    As  a  result,  fund 
balance  is  understated  in  the  Special  Revenue  Fund.    A  qualified 
report  means  the  reader  should  use  caution  when  using  the 
information  presented  in  the  financial  schedules. 
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LEGISLATIVE  AUDITOR: 
SCOTT  A. SEACAT 

LEGAL  COUNSEL: 

JOHNW.  NORTHEY 


STATE  OF  MONTANA 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARYBRYSON 
Operations  and  EDP  Aiirlll 

JAMES  GILLPTT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  financial  schedules  of  the  Department  of  Military 
Affairs  for  each  of  the  two  years  ending  June  30,  1989  and  1990,  as  shown  on  pages  18  through 
25.   The  information  contained  in  these  schedules  is  the  responsibility  of  the  department's 
management.   Our  responsibility  is  to  express  an  opinion  on  these  financial  schedules  based  on 
our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.   Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about 
whether  the  financial  schedules  are  free  of  material  misstatement.    An  audit  includes  examining, 
on  a  test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  schedules.    An 
audit  also  includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  schedule  presentation.    We  believe  that 
our  audit  provides  a  reasonable  basis  for  our  opinion. 

As  described  in  Note  1  to  the  financial  schedules,  the  department's  financial  schedules  are 
prepared  in  accordance  with  state  accounting  policy.    Accordingly,  the  accompanying  financial 
schedules  are  not  intended  to  present  the  financial  position  and  results  of  operations  in 
conformity  with  generally  accepted  accounting  principles. 

The  department  did  not  accrue  revenue  in  accordance  with  state  policy.   The  revenue 
accruals  have  a  material  impact  on  the  fund  balance  in  the  Special  Revenue  Fund.    As  a  result, 
the  fund  balance  in  the  Special  Revenue  Fund  is  understated  at  July  I,  1988  and  June  30,  1990 
by  $131,089  and  $101,084  respectively. 

In  our  opinion,  except  for  the  effect  of  the  matter  discussed  in  paragraph  four,  the  finan- 
cial schedules  referred  to  above  present  fairly,  in  all  material  respects,  the  results  of  operations 
and  changes  in  fund  balances  of  the  Department  of  Military  Affairs  for  the  two  fiscal  years 
ending  June  30,  1989  and  1990,  in  conformity  with  the  basis  of  accounting  described  in  Note  1. 


Respectfully  submitted. 


March  22,  1991 


jmes  Gillett,  CPA 
Deputy  Legislative  Auditor 
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DEPARTMENT  OF  MILITARY  AFFAIRS 

SCHEDULE  OF  CHANCES  IN  FUND  BAIANCE 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1990 


FUND  BALANCE:  July  1,  1988 

ADDITIONS 

Fiscal  Year  1988-89 
Nonbudgeted  Revenue  &  Transfers  In 
Budgeted  Revenue  &  Transfers  In 
Prior  Year  Expenditure  Adjustments 
Prior  Year  Revenue  Adjustments 
Support  From  State  of  Montana 
Direct  Entries  to  Fund  Balance 

Fiscal  Year  1989-90 
Nonbudgeted  Revenue  &  Transfers  In 
Budgeted  Revenue  &  Transfers  In 
Prior  Year  Expenditure  Adjustments 
Prior  Year  Revenue  Adjustments 
Support  from  State  of  Montana 
Cash  Transfers  In 
Total  Additions 


General 
Fund 


2,242 

35,498 

1,812,473 

832 

2,105,267 


Special 

Revenue 

Fund 


_0   $  (153.198) 


4,601,146 
42,199 
89,256 

29,371^ 


5,061,771 
38,264 
12,271 


Capital 

Project 

Fund 


$. 


0 


3.956.312    9.874.278 


19.617 
19.617 


REDUCTIONS 

Fiscal  Year  1988-89 
Budgeted  Expenditures  &  Transfers  Out 
Cash  Transfers  Out 

Fiscal  Year  1989-90 
Budgeted  Expenditures  &  Transfers  Out 
Cash  Transfers  Out 
Prior  Year  Expenditure  Adjustments 
Total  Reductions 

FUND  BALANCE:  June  30,  1990 

^See  note  9. 
See  note  6. 


1,850,212    4,569,660 
19,383 


1,981.154 

124.946 
3.956.312 

$        0 


3,635,148 
1,513,706^ 

9.737.897 

$   (16.817) 


19,617 

19.617 
$     0 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System. 
Additional  information  is  provided  in  the  notes  to  the  financial  schedules  on 
pages  22  through  25. 
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DEPARTMENT  OF  MILITARY  AFFAIRS 


SCHEDULE  OF  BUDGETED  REVENUE  &  TRANSFERS  IN  - 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE 


ESTIMATE  &  ACTUAL 
30.  1990 


Federal 

Indirect 

Cost 

Recoveries 


Grants, 

Contracts, 

Donations,  & 

Abandonments 


Other 
F  i  nanc  i  ng 
Sources 


Federal 


Total 


Fiscal  Year  1989-90 

GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 

SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 


$  500 

0 

$(500) 


500 
0 


i500) 


$10,000               $  12,000       $11,689,130         $11,711,130 
860  0  5.060.911  5.061.771 

$(9. UP)  $(12.000)     $(6.628.219)'     $(6.6A9.359) 


Fiscal  Year  1988-89 

GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 


$  500  ' 
0 

$(500)' 


500 
0 


(500) 


$  5,9A0,647    $  5,940,647 
4.601.146     4.601.146 

$(1.339.501)   $(1.339.501) 


See  note  7. 
2 
See  note  5. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.   Additional 
information  is  provided  in  the  notes  to  the  financial  schedules  on  pages  22  through  25. 
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nFPARTMFWT  OF  MILITARY  AFFAIRS 
SCHEDULE  OF  BUDGETED  PROGRAW  EXPENDITURES  BY  OBJECT  AMD  FUND 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1990 


BUDGET  AND  ACTUAL 


PERSONAL  SERVICES 
Salaries 
Hourly  Uages 
Employee  Benefits 
Total 


Administration 

$122,229 

22.974 
145.203 


Army 

National 

Guard 

$  253,640 

5 

58.755 

312.400 


Air 

National 

Guard 

t     714,357 

909 

197.542 

912.808 


Disaster 

Coordination 

Response 

$309,241 

65.384 
574.625 


Emergency 

Management 

Development 

$164,813 

35.629 

200.442 


Local 
Reimbursement -PES 


Veterans 
Affairs 

$325,166 

5 

76.034 

401.205 


Disaster 
Fund 


Total 

$1,889,446 

919 

456.318 

2.346.683 


OPERATING  EXPENSES 
Other  Services 
Supplies  &  Materials 
Communications 
Travel 
Rent 

Utilities 

Repair  &  Maintenance 
Other  Expenses 
Total 


5,376 

128,322 

99,752 

5,662 

24,521 

2,446 

36,847 

269 

6,094 

4,229 

3,346 

309,947 

660 

17,875 

8,081 

5,643 

9,208 

36,931 

17,277 

450 

24,632 

38,819 

554,293 

312,951 

1,171 

579,180 

131,641 

3,973 

1,193 

1.712 

16.176 

2.415 

1.616 

340 

58.963 


1.658.605 


547.688 


72.151 


55.641 


12,068 

4,756 

17,833 

39,677 

3,350 

170 

4,710 

586 

83.150 


275,701 

54,641 

357,742 

108,736 

28,432 

906,233 

721,868 

22.845 

2.476.198 


EQUIPMENT  AND  INTANGIBLE  ASSETS 
Equipment 
Intangible  Assets 
Total 


512 

87 


599 


3,973 


3.973 


4,075 

65 

4,140 


595 


595 


1.112 
1.112 


9.672 
747 


10.419 


LOCAL  ASSISTANCE 
From  State  Sources 
Total 


$  37.158 
37.158 


37.158 
37.158 


GRANTS 

From  Federal  Sources 
Total 


$  763.181 
763.181 


763.181 
763.181 


BENEFITS  &  CLAIMS 
To  Individuals 
Total 

TOTAL  PROGRAM  EXPENDITURES 

GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

CAPITAL  PROJECTS  FUNDS 
Budgeted 
Actual 
Unspent  Budget  Authority 


2.280 


$204,765 

$ 
$~ 

1 
$ 

2.280 
,977.258 

$2 

$ 
$~ 

SI, 
$ 

.460.496 

$450,916 

$231,781 

219.548 

$  12,233 

$309,145 

231.368 

$  77J77 

$256,678 

$210,321 

204,765 

$     5.556 

944,074 

932.225 

11.849 

130,634 

127.741 

2,893 

,149,941 

.045.033 

104.908 

,376,850 

,332.755 

44.095 

$283,430 

256.678 

$  26.752 

2.280 


$  763,181 


$1,925,000 

763.181 

$1.161.819 


$485.467    $  37.158 


$470,063 

459.717 

$  10.346 


$  46,536 

6.133 

$  40.403 


$  30,000 

19.617 

$  10.383 


$265,777 

37.158 

$228,619 


2.280 


$5.635.919 


$2,252,650 

1.981.154 

$  271.496 


$5,090,902 

3.635.148 

$1.455.754 


S   30,000 

19.617 

$   10.383 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  on 
pages  22  through  25. 
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DEPARTMENT  OF  MILITARY  AFFAIRS 
SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES  AND  TRANSFERS  OUT  BY  OBJECT  AND  FUND  -  BUDGET  AND  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1989 


Adcninistration 


Army 
National 

Guard 
Program 


Air 
National 

Guard 
Program 


Disaster 

Coordination 
Response 


Emergency 
Management 
Development 


Local 
Reimbursement -PES 


Veterans 
Affairs 


Disaster 
Fund 


Total 


PERSONAL  SERVICES 
Salaries 
Hourly  Wages 
Employee  Benefits 
Total 


$  90,521 

10,666 

16.892 

118.079 


234,871 

936 

55,035 

290.842 


t     976,661 

10,555 

236.918 

1.224.134 


$275,499 

15,828 

59.091 

350.418 


$161,472 

314 

34.698 

196.484 


$306,897 

1,023 

70.117 

378.037 


$  2,336 

197 
2.533 


$2,048,257 

39.322 

472.948 

2.560.527 


OPERATING  EXPENSES 
Contracted  Services 
Supplies  &  Materials 
Communications 
Travel 
Rent 

Utilities 

Repair  &  Maintenance 
Other  Expenses 
Total 


3,764 
2,852 
4,007 
6,466 
125 

42,110 
3,334 
1.350 

64.008 


192,685 

30,330 

331,963 

4,734 

20,437 

482,492 

1,067,207 

13.914 

2.143.762 


102,760 

1,289 

491 

81 

318,928 

78,254 

148.439 

650.242 


9,851 

6,578 

17,341 

35,496 


4,681 

1.126 

75.073 


12,479 
6,303 
7,384 

25,430 


1,970 

446 

54.012 


11,544 

1,040 

334,123 

5,185 

606 

53.143 

21,206 

382,392 

27,924 

48 

100,179 

2,430 

22,992 

188 

1,000 

844.718 

2,267 

595 

1,158,308 

497 

165.772 

71.241 


3.289 


3.061.627 


EQUIPMENT  AND  INTANGIBLE  ASSETS 
Equipment 
Intangible  Assets 
Total 


175 


175 


8,962 


8,962 


4,101 


4.101 


29.930 

1.535 

31.465 


2.819 

653 

3.472 


3,905 


3.905 


49.892 

2.188 

52.080 


CAPITAL  OUTLAY 

Land  &  Interest  In  Land 

Bui  I  dings 

Total 


225 
6.268 


6.493 


225 

6.268 


6.493 


GRANTS 

From  Federal  Sources 
Total 


$  735.865 
735.865 


735.865 
735.865 


BENEFITS  &  CLAIMS 
To  Individuals 
Insurance  Payments 
Total 

TOTAL  PROGRAM  EXPENDITURES 

GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 


$182,262 

$2_ 

$ 
$~ 

$1 
_1 
$ 

2,280 

1.000 
3.280 

,453,339 

$2, 

$ 
$~ 

$1 
$ 

,878,477 

$456,956 

$174,983 

172.117 
$  2.866 

868,498 

865.189 

3,309 

274,543 
135,325 
139,218 

$227,640 

225,684 

$  1,956 

$  10,145 

10.145 

$     0 

,595,004 

.588.150 

6.854 

,815,143 

,743.152 

71,991 

$248,022 

231,272 

$  16,750 

$253.968 


$270,547 

253.968 

$  16,579 


$  735,865 


$1,960,000 

735,865 

$1.224.135 


$453.183 


$449,979 

446.075 

$  3.904 


$  30,000 

7.108 

$  22^892 


$  5.822 


$307,101 

5.822 

$301.279 


2,280 

1.000 


3.280 


$6.419.872 


$  2,302,744 

1.850.212 

$   452.532 


$  5,928.861 

4.569.660 

$  1.359.201 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  on  pages  22  to  25. 
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Notes  to  Financial  Schedules 

For  the  IVo  Fiscal  Years  Ended  June  30,  1990 


1.      Summary  or  Significant 
Accounting  Policies 


Basis  of  Accounting 


The  Department  of  Military  Affairs  uses  the  modified  accrual 
basis  of  accounting,  as  defined  by  generally  accepted  accounting 
principles,  for  its  Governmental  Funds.    In  applying  the 
modified  accrual  basis,  the  department  records: 


Revenue  when  it  receives  cash  or  when  receipts  are 
measurable  and  available  to  pay  current  period  liabilities. 

Expenditures  for  valid  obligations  when  the  department 
incurs  the  related  liability  and  it  is  measurable. 

The  following  additional  items  are  considered  valid  obligations 
or  expenditures  under  state  accounting  policy: 

The  entire  budgeted  service  contract  even  though  the 
department  received  the  services  in  a  subsequent  fiscal  year. 

Goods  ordered  with  a  purchase  order  before  fiscal  year- 
end,  but  not  received  as  of  fiscal  year-end. 

Equipment  ordered  with  a  purchase  order  before  fiscal 
year-end. 

State  accounting  policy  also  requires  the  department  to  record 
the  cost  of  employees'  annual  leave  and  sick  leave  when  used  or 
paid. 


Basis  of  Presentation 


The  financial  schedules  are  prepared  from  the  Statewide 
Budgeting  and  Accounting  System  (SBAS)  without  adjustment. 
Accounts  are  organized  in  funds  according  to  state  law.   The 
department  uses  the  following  funds: 


Governmental  Funds 


General  Fund  -  to  account  for  all  financial  resources  except 
those  required  to  be  accounted  for  in  another  fund. 


Special  Revenue  Fund  -  to  account  for  proceeds  of  specific 
revenue  sources  legally  restricted  to  expenditures  for  specific 
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Notes  to  Financial  Schedules 


purposes.    Department  Special  Revenue  Funds  include  National 
Guard,  Federal  Emergency  Management,  and  Veterans' 
Cemetery  money  received  from  outside  sources. 

Capital  Projects  Fund  -  to  account  for  resources  used  for 
purchase  or  construction  of  major  capital  facilities.   The 
department  uses  this  fund  for  the  Veterans  Administration 
Home  Search. 


2.     Annual  and  Sick  Leave 


Employees  at  the  department  accumulate  both  annual  and  sick 
leave.   The  department  pays  employees  for  100  percent  of 
unused  annual  and  25  percent  of  unused  sick  leave  credits  upon 
termination.    Accumulated  unpaid  liabilities  for  annual  and  sick 
leave  are  not  reflected  in  accompanying  financial  schedules. 
The  department  absorbs  expenditures  for  termination  pay  in  its 
annual  operational  costs.    At  June  30,  1989  and  at  June  30, 
1990,  the  department  had  a  liability  of  $179,030  and  $200,536, 
respectively. 


Pension  Plan 


Employees  are  covered  by  the  Montana  Public  Employees' 
Retirement  System  (PERS).   The  department's  contribution  to 
PERS  was  $130,047  in  fiscal  year  1988-89  and  $1 17,449  in 
fiscal  year  1989-90. 


4.      General  Fund  Balance 


The  General  Fund  is  a  statewide  fund.    Agencies  do  not  have  a 
separate  General  Fund  since  their  only  authority  is  to  pay 
obligations  from  the  statewide  General  Fund  within  their  appro- 
priation limits.   Thus,  on  an  agency's  schedules,  the  General 
Fund  beginning  and  ending  fund  balance  will  always  be  zero. 


Federal  Revenue 


The  revenue  class  "federal"  is  used  by  the  department  to  record 
money  received  from  the  federal  government  for  reimbursement 
of  expenditures  of  federal  programs.    An  error  in  coding  a 
revenue  estimate  in  fiscal  year  1989-90  resulted  in  an 
overstatement  of  estimated  revenue  of  approximately 
$6.5  million. 
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6.      Cash  Transfers  Oul 


In  risc;\l  year  l<)Ky-<)()  the  department  established  a  combined 
accounting  entity  with  Department  of  Administration,  Archi- 
tecture &  Engineering  (A&E)  Bureau.   The  entity  is  used  to 
record  financial  activity  related  to  the  construction  of  armories 
and  other  facilities.    Revenues  are  recorded  by  the  department 
and  expenditures  are  recorded  by  A&E.   This  change  results  in  a 
large  increase  in  cash  transfers  out  in  fiscal  year  1989-90. 


Indirect  Costs 


State  law  requires  agencies  to  attempt  to  recover  as  large  a 
portion  of  indirect  costs  from  outside  sources  as  possible.    Each 
year  the  department  establishes  a  revenue  estimate  for  federal 
indirect  cost  recoveries  and  applies  for  money  from  the  federal 
government.    In  fiscal  years  1988-89  and  1989-90,  the  federal 
government  indicated  no  money  was  available.    As  a  result  the 
revenue  estimate  appears  on  the  schedule  of  revenue  for  each 
year  but  no  collections  were  recorded  either  year. 


8.      Comparability  of 
Information 


The  department  receives  and  distributes  federal  disaster  relief 
money  through  the  Special  Revenue  Fund.   The  amount  of 
revenue  and  expenditures  recorded  is  a  direct  result  of  the 
number  and  level  of  disasters  in  the  state  during  a  given  period. 
Fluctuations  of  revenue,  expenditures,  and/or  fund  balance 
between  years  in  the  Special  Revenue  Fund  may  be  a  result  of 
the  unpredictable  nature  of  the  disasters. 


9.      Special  Revenue  Fund 
Balance 


There  are  two  primary  reasons  for  the  negative  beginning  fund 
balance  in  the  Special  Revenue  Fund  at  July  1,  1988.    The 
department  did  not  accrue  revenue  earned  and  not  received  for 
the  previous  fiscal  year  1987-88.   As  a  result,  the  beginning 
fund  balance  is  understated  by  $131,089.    Also,  the  department 
had  not  completed  closing  account  balances  related  to  the 
consolidation  of  accounting  records  for  Disaster  and  Emergency 
Services  with  the  Military  Affairs  agency.    As  a  result,  the 
beginning  fund  balance  is  understated  by  $28,013. 


The  direct  entries  to  fund  balance  in  the  Special  Revenue  Fund 
in  fiscal  year  1988-89  are  the  results  of  closing  Disaster  and 


Page  24 


Notes  to  Financial  Schedules 


Emergency  Services  (DES)  accounts  on  SBAS.    These  amounts 
were  included  in  accounts  under  the  Military  Affairs  agency. 
The  department  closed  all  amounts  recorded  on  DES  agency 
accounting  records  in  fiscal  year  1988-89  and  transferred  any 
remaining  fund  balances  and  cash  to  the  Department  of  Military 
Affairs  (DMA)  accounting  records. 


10.    Litigation  -  Firefighters  In  prior  years,  the  department  was  involved  in  a  lawsuit 

concerning  a  wage  dispute  for  the  firefighters  at  the  Montana 
Air  National  Guard  (MANG)  in  Great  Falls.    That  suit  was 
settled  and  the  department  paid  appro.ximately  $530,000  in  back 
wages  and  interest  to  the  firefighters.    The  court  also  awarded 
the  firefighters  approximately  $131,000  in  legal  fees.   The 
department  is  currently  appealing  the  amount  of  the  legal  fees  to 
the  Montana  Supreme  Court.   The  $131,000  was  deposited  with 
the  district  court  in  Great  Falls,  pending  the  appeal.   State  legal 
counsel  estimates  there  is  little  possibility  the  appeal  could  result 
in  any  increased  liability  to  the  department. 

The  department  is  currently  involved  in  another  lawsuit 
concerning  a  wage  dispute  for  the  firefighters  employed  at  the 
MANG  in  Great  Falls.    Department  officials  stated  this  action 
has  not  been  settled.    If  the  department  loses  the  suit,  the 
amount  of  the  potential  loss  is  estimated  at  between  $82,000  and 
$88,000. 
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DEPARTMENT  OF  MILITARY  AFFAIRS 


STAN  STEPHENS,  aOVERNOH 


P.O    BOX  4VH9 


STATE  OF  MONTANA' 


OFKICEOKTHK  AOIinANT  C3ENERAL 
(406)444  t>910 


HELENA.  MONTANA  S'>ti04  47H9 


May  17,  1991 


fn  ?0|C)Q) 


Mr.  Scott  A.  Seacat 

Legislative  Auditor 

Office  of  the  Legislative  Auditor 

Room  135,  State  Capitol 

Helena,  Montana 

Dear  Mr.  Seacat, 

Enclosed  are  our  responses  to  the  recent  audit  of  this  Department 
completed  by  your  office.  The  audit  process  provided  us  an 
opportunity  to  share  information  that  hopefully  will  make  our 
department  a  better  governmental  operation.  I  know  our  staff 
benefitted  from  the  process  and  I  hope  your  staff  did  as  well. 

I  want  to  thank  your  staff  for  the  professionalism  they  showed 
during  the  audit  and  for  their  assistance  throughout  the  biennium. 


Sincerely, 

Major  General,  MT  National  Guard 
The  Adjutant  General 
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■AN  EQUAL  OPPORTUNITY  EMPLOYER- 


DEPARTMENT  OF  MILITARY  AFFAIRS 


STAN  STEPHENS,  GOVERNOR 


P  O.  BOX  4789 


STATE  OF  MONTANA' 


OFFICE  OF  THE  ADJUTANT  QENERAI. 
(406)  444  6910 


HELENA.  MONTANA  S9604-4789 


May  17,  1991 
Department  Reply  to  Legislative  Audit 

Recommendation  #1 

We  recommend  the  department  establish  policies  and  procedures  to 
j  comply  with  state  leave  laws  and  policies. 

Department  Reply 
i  We  concur.  We  currently  have  a  Management/Labor  Agreement  with 
I  the  fire  fighters  employed  at  the  Montana  Air  Guard.  This 
agreement  addresses  the  additional  leave  granted  fire  fighters  for 
working  a  work  year  with  2600  hours  compared  to  state  employees  who 
work  2080  regular  hours  and  receive  leave  based  on  those  hours. 
The  department  assumed  the  legality  of  granting  the  additional 
leave  hours  was  settled  when  we  signed  the  Management/Labor 
Agreement.  This  does  not  appear  to  be  the  case  and  we  would 
request  that  the  Legislative  Audit  Committee  and  this  Department 
draft  a  joint  request  to  the  Attorney  General  on  this  issue  for  his 
opinion.  We  would  use  this  opinion  as  a  guideline  for  our 
policies  and  procedures. 

Recommendation  #2 

We  recommend  the  department  ensure  program  operating  budgets  are 

recorded  on  SBAS  in  accordance  with  state  law. 

Department  Reply 

We  concur.    All  operating  budgets  will  be  recorded  on  SBAS  as 

required  by  HE  100  and  HE  2. 


Recommendation  #3 

We  recommend  the  department: 

A.  Reduce  the  amount  of  the  loans  outstanding  through  more  frequent 

billing  and  more  active  cash  management. 

E.  Seek  Department  of  Administration  approval  for  the  ongoing 

interentity  loans. 

Department  Reply 

A.  We  concur.    We  will  take  a  more  active  position  on  interentity 

loans  in  regards  to  reimbursements  from  the  federal  government. 

29 


■AN  EQUAL  OPPORTUNiry  EMPLOYER  ■ 


Recommendation  K T  (Cont) 

Department  Reply 

H.  We  conc:ur.     We  will  seek  approval  from  the  Department  ol 

Administration  for  our  ongoing  interentity  loans. 


Recommendation  #4 

We  recommend  the  department  establish  and  enforce  policies  limiting 

long  distance  telephone  calls  to  those  allowed  by  state  policy. 

Department  Reply 

We  concur.  Additional  effort  will  be  taken  by  state  and  federal 
personnel  responsible  for  communications  to  enforce  the  procedure 
on  limiting  long  distance  telephone  calls. 


Recommendation  #5 

We  recommend  the  department  establish  a  system  of  controls  to 

minimize  duplicate  payments  for  the  same  materials  and  services. 

Department  Reply 

We  concur.    A  new  system  has  been  implemented  to  minimize  any 

duplicate  payments. 

Recommendation  #6 

We  recommend  the  department: 

A.  Perform  a  complete  physical  inventory  of  fixed  assets  and 
record  those  assets  on  its  accounting  system. 

B.  Provide  personnel  responsible  for  recording  fixed  assets  the 
training  to  properly  record  fixed  assets. 

Department  Reply 

A.  We  concur.  We  will  work  with  the  federal  personnel  in  our 
facilities  throughout  the  state  to  complete  a  physical  inventory  of 
fixed  assets. 

B.  We  concur.   We  will  provide  training  for  respective  personnel. 


Recommendation  #7 

We  recommend  the  department  accrue  revenue  at  fiscal  year-end  in 

accordance  with  state  accounting  policy. 

Department  Reply 

We  concur.    We  will  work  with  the  appropriate  state  and  federal 

personnel  to  ensure  that  all  federal  revenue  is  accrued  correctly. 
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Recommendation  #8 

We  recommend  the  department  ensure  revenue  and  expenditures  are 

properly  recorded. 

Department  Reply 

We  concur.    Revenue  and  expenditures  will  be  properly  recorded. 
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